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INDEPENDENT AUDITORS' REPORT

The Legislative Audit Committee
Of the Montana State Legislature:

We have audited the accompanying financial schedules of the Legislative Branch, excluding the Consumer
Counsel (the Legislative Branch), for the fiscal years ended June 30, 2004 and 2005, as listed in the table
of contents. These financial schedules are the responsibility of the Branch's management. Our
responsibility is to express an opinion on these financial schedules based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the financial schedules are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial schedules. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial schedule
presentation. We believe that our audits provide a reasonable basis for our opinion.

As described in Note 1 to the financial schedules, the Legislative Branch's financial schedules are prepared
in accordance with state accounting policy, which is a comprehensive basis of accounting other than
generally accepted accounting principles.

In our opinion, the financial schedules referred to above present fairly, in all material respects, the results
of operations and changes in fund balances of the Legislative Branch for the fiscal years ended June 30,
2004 and 2005, in conformity with the basis of accounting described in Note 1.

This report is intended solely for the information and use of the audit committee, management and the
Legislature and is not intended to be and should not be used by anyone other than these specified parties.

In accordance with Government Auditing Standards, we have also issued a report dated October 7, 2005
on our consideration of the Legislative Branch's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.

Junkermier, Clark, Campanella, Stevens, P.C.

Helena, Montana
October 7, 2005
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LEGISLATIVE BRANCH
EXCLUDING THE CONSUMER COUNSEL
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting
The Legislative Branch uses the modified accrual basis of accounting, as defined by state accounting
policy, for its Funds. In applying the modified accrual basis, the Legislative Branch records:

Revenues when it receives cash or when receipts are measurable and available to pay current
period liabilities.

Expenditures for valid obligations when the department incurs the related liability and it is
measurable, with the exception of the cost of employees' annual and sick leave. State accounting
policy requires the Legislative Branch to record the cost of employees’ annual leave and sick
leave when used or paid.

Expenditures and expenses may include: entire budgeted service contracts even though the Legislative
Branch receives the services in a subsequent fiscal year; goods ordered with a purchase order before
fiscal year-end, but not received as of fiscal year-end; and equipment ordered with a purchase order
before fiscal year-end.

Financial Schedule Presentation
The financial schedule format is in accordance with the policy of the Legislative Audit Committee.
The financial schedules are prepared from the transactions posted to the Statewide Accounting,
Budgeting and Human Resource System without adjustment.

Accounts are organized in funds according to state law. The Legislative Branch uses the following
funds:

Governmental Funds:

General Fund -used to account for all financial resources except those required to be accounted
for in another fund.

Special Revenue Fund -used to account for proceeds of specific revenue sources legally
restricted to expenditures for specific purposes.

2. GENERAL FUND BALANCE

The General Fund is a statewide fund. Each agency does not have a separate General Fund since its only
authority is to pay obligations from the statewide General Fund within its appropriation limits. The
beginning and ending fund balances reported on the accompanying Schedules of Changes in Fund
Balances and Property Held in Trust reflect the Legislative Branch's, excluding the Consumer Counsel,
share of the statewide General Fund balance for the years ended June 30, 2004 and 2005.

-11-
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

The Legislative Audit Committee
of the Montana State Legislature:

We have audited the financial schedules of the Legislative Branch, excluding the Consumer Counsel (the
Legislative Branch), for the fiscal years ended June 30, 2004 and 2005 and have issued our report thereon
dated October 7,2005. We conducted our audits in accordance with auditing standards generally accepted
in the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Legislative Branch's internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial schedules and not to provide assurance on the internal control over financial reporting.
Our consideration of the internal control over financial reporting would not necessarily disclose all matters
in the internal control over financial reporting that might be material weaknesses. A material weakness is
a reportable condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts
that would be material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we consider
to be material weaknesses.

Compliance
As part of obtaining reasonable assurance about whether the Legislative Branch's financial schedules are

free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants agreements, noncompliance with which could have a direct and material
effect on the determination of financial schedule amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance that are required to be reported
under Government Auditing Standards.

We noted certain matters that we reported to management of the Legislative Branch in a separate letter
dated October 7, 2005.
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This report is intended for the information of management and the Legislature and is not intended to be and
should not be used by anyone other than these specified parties.

Junkermier, Clark, Campanella, Stevens, P.C,

Helena, Montana
October 7, 2005



PO BOX 201706
Helena, MT 53620-1706
(406) 444-3064

Montana Legislative Services Division FAX (406) 4443035

Office of the Executive Director

October 26, 2005

Junkermier, Clark, Campanella, Stevens, P.C.
Certified Public Accountants

P.O. Box 1164

Helena MT 59624-1164

RE: Legislative Branch Audit Response
Dear Junkermier, Clark, Campanella, Stevens, P.C.:

We have reviewed the draft audit report for the Legislative Branch (agency 11040). We
are pleased that our agency accounting meets all tested standards and that no
recommendations for improvement were necessary.

We are also pleased we have a long history of clean audits. The dedication and
cooperation of a number of people have made this possible. In particular, the staff of
the Financial Services Office, under the able leadership of Karen Berger, has
consistently ensured that high standards of accounting are met and maintained.

Thank you for your work.

Sincerely,

/*? ;
Lois Menzies

Executive Director
CI0429 5299lexa.
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Campanella ¢ Stevens * P.C. wwwi.jccscpa.com

Certified Public Accountants and Business Advisors

October 7, 2005

To the Legislative Audit Committee
of the Montana State Legislature:

We have audited the financial schedules of the Legislative Branch, excluding the Consumer Counsel
(the Legislative Branch), for the years ended June 30, 2005, and 2004, and have issued our report thereon
dated October 7, 2005. Professional standards require that we provide you with the following
information related to our audits.

Our Responsibility under Generally Accepted Auditing Standards and Government Auditing

Standards

Our responsibility, as described by professional standards, is to plan and perform our audits to obtain
reasonable, but not absolute, assurance that the financial schedules are free of material misstatement
and are fairly presented in accordance with the basis of funds according to State law. Because an
audit is designed to provide reasonable, but not absolute assurance and because we did not perform a
detailed examination of all transactions, there is a risk that material errors, fraud, or other illegal acts
may exist and not be detected by us.

As part of our audits, we considered the internal control of the Legislative Branch. Such
considerations were solely for the purpose of determining our audit procedures and not to provide any
assurance concerning such internal control.

As part of obtaining reasonable assurance about whether the financial schedules are free of material
misstatement, we performed tests of the Legislative Branch's compliance with certain provisions of
laws, regulations, contracts, and grants. However, the objective of our tests was not to provide an
opinion on compliance with such provisions.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies used
by the Legislative Branch are described in Note 1 to the financial schedules.
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of the Montana State Legislature
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No new accounting policies were adopted and the application of existing policies was not changed
during the fiscal years ended June 30, 2005, and 2004. We noted no transactions entered into by the
Legislative Branch during the year that were both significant and unusual, and of which, under
professional standards, we are required to inform you, or transactions for which there is a lack of
authoritative guidance or consensus.

Accounting Estimates

Accounting estimates are an integral part of the financial schedules prepared by management and are
based on management's knowledge and experience about past and current events and assumptions
about future events. Certain accounting estimates are particularly sensitive because of their
significance to the financial schedules and because of the possibility that future events affecting them
may differ significantly from those expected. There were no significant estimates affecting the
financial schedules.

Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed
correction of the financial schedules that, in our judgment, may not have been detected except
through our auditing procedures. An audit adjustment may or may not indicate matters that could
have a significant effect on the Legislative Branch's financial reporting process (that is, cause future
financial statements to be materially misstated). We proposed no audit adjustments that could, in our
judgment, either individually or in the aggregate, indicate matters that could have a significant effect
on the Legislative Branch's financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial schedules or the auditor's report. We are
pleased to report that no such disagreements arose during the course of our audits.

Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a "second opinion”" on certain situations. If a consultation
involves application of an accounting principle to the governmental unit's financial schedules or a
determination of the type of auditor's opinion that may be expressed on those schedules, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other
accountants.
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Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Legislative Branch's auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing our audit.

This information is intended solely for the use of the Legislature and management of the Legislative
Branch, and is not intended to be and should not be used by anyone other than these specified parties.

Junkermier, Clark, Campanella, Stevens, P.C.

Helena, Montana



